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THE WHITE HOUSE
WASHINGTON

August 12, 1977

To The MeIllbers of the United States Congress
As you know, AIllbassadors Bunker and Linowitz have reached
an agreeIllent in principle with the Governm.ent of Panama on the
Panam.a Canal Treaty, and have now reviewed the terms with me,
the Acting Secretary of State, the Secretary of Defense and the
Joint Chiefs of Staff. It was the unanimous conclusion of us all
that our national intere,sts will be advanced by the terms of this
agreeInent. The Joint Chiefs have been represented in the negotiations, and give their unqualified support to the terms of the agreement.
I will continue my review of these principles, and I expect to
authorize the com.pletion of the formal treaty drafting.
This is a difficult political question, and I need your help during
the COIning weeks.
I aITl convinced that the treaties are essential to ensure the continued
effective use of the Canal for AIllerican comIllercial and security
needs.
You can call us directly with specific questions, but in the Illeantime
I aITl enclosing for your use a short sunrrnary of the agreement in
principle.
Sincerely,

....
.!?efense and National Security
Under the new treaties the U. S. will be able to guarantee the
security and defense of the PanaIna Canal:
- - The U. S. will have the permanent right to defend the neutrality
of the Canal from any threat, for an indefinite period;
-- U. S. warships will have the permanent right to transit the
Canal expeditiously and without conditions, for an indefinite period;
-- For the rest of the century, U. S. military forces will have the
primary responsibility to protect and defend the Canal; the Government
of Panama guarantees the U. S. the right to station troops in Panama and
to use all lands and waters necessary for the Canal's defense.
Canal Operations
The United States will maintain control over all lands, waters and
installations -- including military bases -- necessary to manage, operate,
and defend the Canal. A new agency of the U. S. Governm.ent will operate
the Canal. This agency, which replaces the Panama Canal Company, will
assure United States control of Canal operations for the rest of the century.
The Canal will be open to all shipping on a non-discriminatory basis.
On the effective date of the treaty, Panama will assume general
territorial jurisdiction over the present Canal Zone, and m.ay use portions
of the area not needed for the operation and defense of the Canal. At the
end of 1999, Panama will assume control of the Canal operations.
Economic Factors
Difficult financial negotiations have produced a fair and equitable
package, which will not involve any Congressional appropriations. Panama
will receive exclusively from Canal revenues:
-- a share in tolls - 30 cents per Panama Canal ton;
-- $10 million per year from toll revenues;
- - up to an additional $10 million per year only if Canal traffic
and revenues permit.
In addition, the United States has pledged its best efforts, outside the
treaty, to arrange for an economic program of loans, loan guarantees
and credits:
.. -

up to $200 m.illion in Export-Import Bank credits;

-- up to $75 million in AID housing guarantees;
-- a $20 million Overseas Private Investment Corporation (OPIC)
loan guarantee.
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This 5-year package will contain standard "Buy .A m.erican" provisions
that will greatly benefit U. S. businesses which invest in and sell
goods and services to Panama.
Rights of U. S. Employees
All U. S. civilians currently employed in the Canal can ·continue
in United States Government jobs until retirem.ent. They will enjoy the
rights and guarantees extended to all U. S. Governm.ent ern.ployees
overseas.
New Sea Level Canal
The agreement envisions the possibility of building a new sea
level canal. The U. S. and Panam.a will jointly study its feasibility.
If they agree that such a canal is desirable, they will negotiate the
terms for its construction.
Treaties
There will be two treaties: (1) a treaty guaranteeing the permanent
neutrality of the Canal, and (2) a basic treaty governing the operation
and defense of the Canal through December 31, 1999.

STATEMENT BY AMBASSADORS
ELLSWORTH BUNKER AND SOL M. LINOWITZ
ANNOUNCING CONCEPTUAL AGREEMENT
ON A NEW PANAMA CANAL TREATY
Panama, R.P.
August 10, 1977

We are deeply gratified to be able to announce
that we and our Panamanian colleagues have today
reached agreement in principle on the basic elements
of a new treaty -- and a new relationship between
our countries. Our legal specialists will continue
working to express promptly those elements in the
formal treaties.
Though this is but one stage in the completion
of our historic task, it is a major step toward our
mutual goal. We will be flying back to Washington
tomorrow and will go immediately to the White House
to report to President Carter. We will describe to
him the work that has been done during this final week
of negotiations, and present for his review the agreement in principle.
This has been a long and arduous task.
As you
know-, for more than 13 years, under four Presidents,
we have sought a new and mutually beneficial relationship between our countries.
Now we have taken a
significant step toward that long-sought goal.
From the point of view of the United states, we
are confident that this treaty will not only protect
but strengthen our national security interests.
It
will also be a strongly positive element in our overall
relationship with our Latin American neighbors and .
preserve our vital common interest in an open, secure
and efficient Canal.

